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I. BACKGROUND FOR THE STUDY
The genesis of this report was a desire by the College of Business of
Rochester Institute of Technology (RIT) to identify and draw together
some common elements or traits among a selected number of consumer ser
vice industries, and to indicate the manner in which managerial action
can be applied as a result of this cohesion of elements. These common
traits were to encompass such elements as common goals, business ap
proaches, problems, strategies, etc., and were to be categorized into
three general areas:
a) How industries market their services
b) Industries management manpower requirements and uses
c) Financial policies within these industries
As a prelude, a working bibliography of articles and books in service
industry topics was compiled, with copies of articles available as
reference for the project and for later reference in planned Service
Marketing courses to be introduced in the College of Business.
As the project developed, it was decided to empirically test the
applicability of the elements
which were identified. From the avail
able data, hypotheses and models were developed and formats
were designed to gather information during the interviews.
Eight diverse - yet representative
- local service industries were
selected because the companies were easily accessible for interviews
and also were industries of particular interest to RIT in terms
of special program development, such as retail, food ^service and hospi
tality service industries.
In some cases, more than one company in an
industry was included in
the sample. Interviews were typically conducted
-3-
with top executives of the selected companies, and the results of
these interviews are compared and interpreted as to their effects
on the original hypotheses, in accompanying sections of this report.










These service industries have also been used in illustrations and
models throughout this report.
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II. INTRODUCTION
Services, especially consumer related ones, are a significant part
of the total marketing transactions each year, yet they have been
given relatively little attention in marketing literature. And
while the dollar volume of marketing services continues to increase,
the definition of what constitutes a service remains imprecise.
So far the most useful definitions of services have been those which
define services in terms of goods. Judd puts forth such a definition
by exclusion, pending the development of a positive definition:
"Marketing services - a market transaction by an
enterprise or entrepreneur where the object of
the market transaction is other than the transfer
of ownership (and title, if any) of a tangible
commodity,
"
Another useful definition tells us that consumer services are "activ
ities, benefits or satisfactions which are offered for sale or are
provided in connection with the sale of
goods"2
to the ultimate user,
the consumer. They represent either intangibles which provide direct
1
Judd, Robert C, "The Case for Redefining
Services,"
Journal of Marketing,
p. 59, January, 1964.
2
Regan, William .1 . , "The Service
Revolution,"
Journal of Marketing, p. 57,
July, 1963.
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satisfaction directly (transportation), or intangibles providing
satisfaction jointly when purchased either with goods or other
services (credit, delivery).
The basic defect here is that one cannot learn the essential charac
teristics of a service from a definition of this type. But this
approach is not without merit, however. Using this approach it is
possible to determine what services are not. Further, the defini
tion should be longer lasting because it will not become outdated
through changing a list of services on which other definitions often
depend.
There are two clear marketing implications in this type of defini
tion:
a) A clear line between goods and services is drawn.
b) This difference will allow the description of similarities
and differences in the marketing of products and
services.^
It should also be clear that common elements and problems exist among
service enterprises that were previously thought to be unique to a
particular business or industry. For example, since some services are
intangible in nature, it follows that the value of these services is






general business elements would be common to all, such as the basic
needs for financing, cost control, qualified management talent,
identification of markets, guidelines for consumer satisfaction.
The list goes on. The point is that service industries are not so
different from one another as it may appear on the surface. It is
the commonality of elements among service industries that is the fo
cus of this study.
Based on a review of the current published data concerning the mar
keting of services (see attached bibliography) , two models were
developed. The first model (Figure 1) depicts the service sector
of the economy as it brings together the service organization and
the consumer through the types of services proffered. The second
model (Figure 2 ) shows the relationship and interdependence which
often exist between goods and services. For example, transportation
services cannot be provided without accompanying goods, such as buses,
autos and trains, etc.; food and hospitality services cannot be pro
vided without accompanying goods such as edibles, shelter, etc. On
the other hand, services such as education and theatre have virtually
no tangible product relationship/dependence; they are practically pure
services .
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Model I - The Service Sector of the Ec onomy
A. Elements:
Model I shows that the service sector of the economy is composed of
five (5) basic
elements;-'
a) Private, Profit-Making (Bank)
b) Private, Non-Profit (Private College or University)
c) Public Enterprise (County Airport)
d) Public Agencies (National Park Service)
e) Hybrids (Comsat)
a) Private, Profit-Making
e.g. Public accounting firm, commercial bank
Defined as a business firm which markets its intangible technical or
artistic skills in the marketplace with the intention that revenues
will cover expenses and generate a profit for the private owners.
b) Private, Non-Profit
e.g. Private university, Blue Cross, Red Cross
Defined as an association or institution which markets its technical
or artistic skills or specialized facilities in the marketplace; while
revenues are intended to cover expenses the act of performance of its
skills is the driving or motivating force.
-^
Fuchs, Victor R. , "The Growing
Importance of the Service
Industries,"
Journal of Business, pp. 360-362, October, 1965.
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c) Public Enterprise
e.g. Postal Service, County Hospital
This is any business enterprise owned by the public through a government
unit. It offers its technical/artistic skills or specialized activities
in the market place. It may complement, supplement, or compete with
similar private organizations and may require government subsidy (partic
ularly in the case of complementary services).
d) Public Agency
e.g. Small Business Administration
This is any publically owned governmental unit which offers its services
outside the marketplace. It is intended to fill needs which cannot be
viably provided through any other service institution and is supported
out of tax revenue. It does perform the marketing function and a type
of exchange takes place in the ballot box, and in legislative hearings
in which the distribution of tax revenues is determined.
e) Others/Hybrids
e.g. Federal Reserve Bank, Comsat
These are special purpose organizations designed to provide services
through a variety of
public-private mixed ventures, having public owner
ship and private operation, partially
within and partially outside the
marketplace.
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B. Types of Service
The service sector of the economy offers, as Rathmell sees it, three
types of services:
a) Owned goods services, which is the custom creation of, repair,
or improvement of a product;
b) Rented goods services, which is the right to possess and use a
product; and
c) Non-goods services, which involves no product element but rather
an experience or what might be termed "experiental possession".
C Consumer
These three types of services are offered to:
a) Other elements in the service sector; that is, all service institu
tions (refer to A above) serve each other;
b) Elements in the goods sector; and
c) Elements in the private and individual sector of the economy,
thereby satisfying all consumer needs. The five service elements
in the model are responsible for both supply and demand and the
consumer sections are ultimate demanders.
Figure 1 presents the service section of the economy in display form.
6
Rathmell, John M. , "What is Meant By
Services?"
Journal of Marketing,



































































Model II - The Goods-Service Continuum
Model II points out that most economic products are mixed in nature; that
is, they depend to some degree of both goods and services. Many goods re
quire supporting services in order to be useful, and many services require
supporting goods in order to be useful. For example, autos (goods) have
limited use without supporting services (oil, gas, general maintenance,
highway maintenance, etc.). Conversely, the local gas station's special
ized services are of limited value unless there are autos to "service".
It can therefore be stated that economic products lie along a goods-service
continuum, with pure goods at one extreme (zero percent) and pure services
at the other, but with most falling between the two extremes. Some are
primarily goods with service support, while others are mostly services
with goods support. The following graphically depicts an approximate per
centage relationship for those service industries analyzed in this study:
FIGURE 2 MODEL II
Goods - Service Continuum
Percent SERVICES in Each Industry
(percent GOODS = 1007 minus Services percent)
PERCENT
PURE A,B C,D E F G H_ PURE
GOODS 0 10 20 30 40 50 60 70 80 90 100 SERVICES
Legend: A - Food Service E
B - Hospitality F
C - Public Transportation G







In interpreting the model, it is read that Food and Hospitality services
are comprised of 10% services and 907=, goods, Banking is 70% services and
307. goods, and Educational services are virtually pure services.
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III. THE PROJECT AND SAMPLE
From the aforementioned discussions, the following conclusions can
be reached about all service sectors:
a) There are markets for services.
b) Services are priced.
c) Services are promoted.
d) Services are developed into product groups.
e) Service marketing is governed by many of the same factors
as is product marketing.
f) Service industries are responsive to many of the same fac
tors as are goods industries.
It follows that since many of the same factors, economic, business
and general are found to effect goods and service industries alike,
hypotheses concerning service industries may be developed based on
known elements found in tangible goods industries. And since little
work had been published concerning commonality among similar and dis
similar service enterprises, this approach appeared to have the most
merit.
Each hypothesis, however, had to be carefully constructed as to its
applicability to a) the
service sector of the economy in general, and
b) a single industry or set of service
industries within the sector.
For each hypothesis the basic question to be addressed was: What are
the implications to the consumer service industry? This meant, of
course, determining background about
each service industry to be con
sidered in the study.
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Initial preparation involved reviewing current data on each of the
service industries selected in an attempt to determine the types of
services offered, methods of performance, business environment and
philosophy, and the like.
Using this background as a guide, a general hypothesis and 25 sub-
hypotheses were formed. Figure 3 summarizes these original hypotheses
and the expectation as to which industries they applied.
The general hypothesis offers as follows:
Service industries have common characteristics. There
are some characteristics common to most service industries
and others which are common to several or a few service in
dustries .
The sub-hypotheses were extensions of this basic hypothesis, and
formed the basis for questions used to collect data. The sub-hy
potheses are grouped according to the expectation as to which con
sumer service industries they applied. Part 1 lists those applicable
to all of the service industries in this study. Part 2 lists those
attributed to selected service industries, followed by their comple
mentary sub-hypotheses and












































1. Growth in volume of business.
2A. They are experiencing rising costs.
2B. Need to offset rising costs by reducing
costs or increasing sales.
3A. Service companies are subject to business
cycles .




4. Qualified management manpower is scarce.
5. The dollar value of services is intangible.
6A. Performance standards are not precise.
6B. The level of performance must assure
customer satisfaction.
7A. The consumer will pay more for personal
services .
7B. Some companies offer services that are
less personal, at lower prices.
8. Services require technology and special
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9A. Require supporting goods as an integral part
in performance of services.
X X X X
9B. Generally have high consumer inventory. X X X X
9C. Have relatively high capital outlays. X X x X
9D. Do not require supporting goods as an in
tegral part in performance of services.
X X X X
9E. Generally have low consumer inventory. X X X X
9F. Have relatively low capital outlays X X X X
10A. Have comparatively high profit margins. X X X
10B. Have comparatively low profit margins. X X X X X
11A. Generally protected from certain competition. X X X X
11B. Not protected from certain competition. X X X X
12A. Have direct relationship with consumer. X X X X X X
12B. Have middleman relationship with consumer. X X




The following common characteristics hold for the Retail, Educational,
Professional, Public Transportation, Insurance, Banking, Food and
Hospitality service industries:
1. Their volume of business is growing. ^
2A. They are experiencing rising costs.
2B. They must neutralize the effect of these rising costs by either
reducing costs or increasing sales.
3A. They are subject to the effects of business cycles.
3B. They can avoid business cycle irregularities through either or
both of the following:
a. Offer a service which may be effected by the total economic
climate but not by any single industry.
b. Maintain a customer mix of low or negative business correla
tion so that if some customer business is slow, other customer
business will not be as slow (low correlation) or will be on
the upswing (negative correlation).
4. Qualified management manpower is scarce.
5. The dollar value placed on services offered is intangible.
6A. Standards of performance/implementation are not precise.
6B. Services must be performed with a level of competence that insures
customer satisfaction.
7A. Consumers are willing to pay more when the services offered are
personal in nature.
8
At the beginning of 1973, when this study was initialized, the Educational
services industry was beginning to experience a leveling off of growth.
However, for ease of presentation, it
was decided to include Educational
services within the business growth category.
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7B. Certain segments/industries are offering less personal
services at lower prices.
8. The services offered require technology and specialization
for satisfactory performance.
Part 2
The following common characteristics hold for the Retail, Public
Transportation, Food, and Hospitality service industries:
9A. They require supporting goods as an integral part in the
performance of their services. Generally, the service cen
ters around the use, either temporary or permanent, of speci
fic goods.
9B. They generally have to deal with consumer inventory in the
same manner as goods industries.
9C. They have relatively high capital outlays (refer to 9F below.)
Conversely, the following common characteristics hold for the Educational,
Banking, Professional, and Insurance service industries:
9D. They do not require supporting goods as an integral part in the
performance of their services.
9E. They generally do not have to deal with consumer inventory in
the same manneir as goods industries.
9F. They have relatively low capital outlays (refer to 9C above.)
10A. The Professional, Insurance, and Banking Service industries
generally have comparatively high
profit margins.
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10B. Conversely, the Retail, Public Transportation, Food, and Hos
pitality service industries have comparatively low profit
margins.
11A. The Professional, Banking, Public Transportation, and Educa
tional service industries are generally protected from certain
competition through requirements (legal, etc.) which restrict
the offering of these services.
11B. Conversely, the Food, Hospitality, Retail, and Insurance service
industries are not protected from certain competition through
requirements which restrict the offering of these services.
12A. The Education, Professional, Public Transportation, Insurance,
Banking, and Hospitality service industries have a direct rela
tionship with the consumer.
12B. Conversely, the Retail and Food service industries have a middle
man relationship with the consumer.
20-
IV. RESEARCH APPROACH
The preparation of the report involved:
1) An extensive review of the literature published during the last
15 years related to service marketing.
2) A day with Dr. John M. Rathmell, Professor of Marketing at Cornell
University and one of the leading authorities on service marketing.
3) A review of 76 Cornell University graduate
students'
1973 term papers
which covered many aspects of service marketing.
4) In-depth interviews, using an open end questionnaire, with 18 top
managers from 10 companies within the eight consumer service indus











These industries were selected in an attempt to achieve a diver
sified representation of service
industries on which to test for
commonality of
traits and elements, while keeping the number in
the study manageable. Further,
some were of particular interest












to Rochester Institute of Technology in terms of special program
development, such as Retail, Food service and Hospitality service
industries .
The companies involved were selected on the basis of being easily
accessible for interviews, and because they were considered either
representative of their industries or representative of significant
segments within broad service industries such as Educational and
Professional.
Sizes of these companies ranged from local, closely held small com
panies through local offices of national and multi-national corpora
tions. Depending on company size, the persons interviewed were
presidents, general managers, marketing directors, personnel direc
tors and controllers. These interviews varied from two to four
hours in length.
As indicated in the original research design, these interviews were
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1. Growth in volume of business. X X X X X X
2A. They are experiencing rising costs. X X X X
X X X X
2B. Need to offset rising costs by reducing
costs or increasing sales.
X X X X
X'
X X X
3A. Service companies are subject to business
cycles.
X X X X X X X X
3B. They can avoid/minimize business cycle
irregularities by controlling:
a. service mix X X X X X X X
X
b. customer mix X X X X X X X
4. Qualified management manpower is scarce.
5. The dollar value of services is intangible
6A. Performance standards are not precise.
6B. The level of performance must assure
customer satisfaction.
7A. The consumer will pay more for personal
services .
7B. Some companies offer services that are
less personal, at lower prices.
8. Services require technology and special
ization for satisfactory performance.
X X X X X
X X X X X
X 0 X
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K = Expected applicability of original
hypothesis to industry.
Q = Results indicating original



































































Lre supporting goods as an integral part
_rformance of services.
X X X X
9B. Generally have high consumer inventory. X X X X
9C. Have relatively high capital outlays. X X X X
9D. Do not require supporting goods as an in
tegral part in performance of services.
X X X X
9E. Generally have low consumer inventory. X X X X
9F. Have relatively low capital outlays X X X X
10A. Have comparatively high profit margins. X X X
10B. Have comparatively low profit margins. X X X X X
11A. Generally protected from certain
competition. X X X X
11B. Not protected from certain competition. X X X
12A. Have direct relationship with consumer. X X X X X




original hypothesis to industry.
Results indicating original
hypothesis not applicable to industry.
Expected that original






Part 1 contains those sub-hypotheses, or characteristics, which are appli
cable to all service industries in this study.
Characteristic 1: Growth in Volume of Business
This hypothesis expected that each industry would be experiencing a
growth in volume of business. The indicators used to measure were
revenues, income, assets, debt and retained earnings. Each company
was asked to indicate direction that each of these indicators moved
from 1971 to 1972 and from 1969 to 1972. Except for the Educational
and Public Transportation industries, the other companies indicated
reasonable growth in all categories between 1971 and 1972. Educational
indicated level or slight increases, while Public Transportation indi
cated revenues decreased while the remaining indicators (except debt,
which was zero) showed modest increases.
For the 1972 period compared to 1969, the expectation was for a notice
able increase in revenues because 1969 was a period of mild recession.
However, the results were mixed. Seven companies
showed revenue in
creases in varying degrees, two experienced no change, and four com
panies including Educational and Public Transportation indicated 1972
sales revenues were below 1969 levels.
Most companies accounted for their business
performance in generalities,
i.e. "costs too high, revenues less than
anticipated,"
without identify
ing the specific causes
which could be addressed in a business-like
-26-
fashion. Notable exceptions were the Educational and Public Trans
portation companies, which were quite specific as to why their per
formances fell short.
Characteristic 2: Need to Control Rising Costs
This hypothesis is based on the need for cost control, which is gen
erally considered basic to any business, product oriented or not.
Responses to the first series of questions clearly established that
for those companies willing to admit it (three companies would not
provide any data) costs were rising appreciably. For half of those
interviewed, costs were up 10-157 in 1972 compared to 1971. There
was little data provided on 1972 costs compared to 1969, but most
concluded that 1972 costs were up.
When questioned on how they control costs, the responses indicated
that while they are all very much aware (in general) of rising costs,
not very much is being done about them. Most companies indicated
that their basic cost control strategies revolve around reporting
and performance measurement. All companies scrupuliously record and
compare actual costs vs. some budget or standard (half have standard
cost systems in operation) and report them. Most companies utilize
EDP as a functional tool in this regard.
The companies generally agreed that they did not have costs under
control. Several felt they had fixed costs reasonable controlled,
but that the variable portion were either market directed or other
wise not easily (or at all)
controllable. When asked what they
-27-
intended to do about cost control in the near future, none had any
clear idea. Some thought the way to better control is through more
information; that is, to use EDP either more extensively or for the
first time to provide better data for control purposes. Five compan
ies specifically stated there was no plan in mind at this time.
Company responses on cost control were notably focused on the cost
reduction side. The possibility of increasing sales to offset rising
costs was never mentioned, nor were cost
- revenue relationships
stressed by any company during these interviews.
Characteristic 3: Service Companies are Subject to Business Cycles
It was hypothesized that service companies are subject to the effects
of a business cycle, defined here as a recurring sequence of changes
in business activity, whether company or industry wide. Further,
these companies can minimize or avoid business cycle irregularities
by controlling either the service mix offered or the customer mix
serviced. That is to say, the companies can influence the effects of
business cycles on revenues by managing the type of services they offer,
so that when one kind of service is experiencing a downward slump, a
complementary or
unrelated type of service may be showing upward momen
tum to offset that service revenue in trouble.
In addition, this
same kind of protection can be accomplished through
some form of customer selection.
Diversification of customers will
prevent one group of
customers who experience business cycle fluctua
tions from adversely impacting
service company operations if other
customers can be obtained who have
different business cycles.
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Banking and Insurance services indicated they were not experiencing
what they considered a business cycle for their industry, but were
tied into the general economy and its fluctuations. Yet they agreed
that the economy is generally reflective of business conditions and
cycles, which effect them, and that these effects must be avoided or
minimized. The other companies agreed they had cycles, both short
and long term.
Relative to action taken to minimize or avoid the effects of these
cycles, the companies divided into three groups: those who could
act in anticipation of these cycles, those who could only react to
situations as they occurred, and those who could do one or the other
depending on the situation. Each group stressed the need for under
standing the particular business fundamentals involved, and required
some advance planning in each situation regardless of timing of action.
Of those able to act in advance, the Professional, Food and Educational
companies had specific actions for treating this business problem. For
example, Professional services companies diversified their clientele,
who are primarily subject to once-a-year requirements, to allow for
year-round work. Food service has also set up to diversify clients
in terms of major commitments; colleges in winter, camps in the summer,
and hospitals year-round. Educational services start new students two
or three times a year to offset attrition and keep enrollment high.
Much the same type of actions are taken by those companies which claim
they generally react
to cyclical conditions. Public Transportation
29-
adjusts its schedule several times a year to reflect changes in
riding habits during those periods when change is noticed.
For those companies who claim to do both, the Retail trade attempts
to minimize these effects through buying and promoting into these
cycles as they occur, and adjusting hiring practices throughout the
year. Banks compensate by offering different types of services.
Also, their loan portfolio composition is changed to reflect current
market conditions. However, they are experiencing problems here be
cause the lag between market fluctuation and portfolio mix change is
too long. This problem of lag between the change in condition and
reaction is typical in the businesses who do not/cannot anticipate
changing conditions.
Of particular interest is the impact of business cycle irregularities
on marketing efforts. Banks, in conjunction with offering different
types of services, act to offset/minimize the business cycle impact
by changing their advertising focus during the year depending on what
conditions (season, location, etc.) indicate is to be emphasized, such
as auto loans, household improvement, vacations, Christmas Club, etc.
Hospitality services concentrate on offsetting slow periods by emphasiz
ing convention and other group marketing efforts.
The other private,
profit making companies
indicated their marketing efforts as described
above are the most effective tool in dealing with business cycle fluc
tuations. The private, non-profit
and public agency companies said
these fluctuations had little impact on their current marketing efforts,
but in the future their efforts would
recognize these cycles.
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Characteristic 4: Qualified Management Manpower is Scarce
This hypothesis appears to apply to all business enterprises. The
attempt in this report is to examine only a few facets within this
complex problem.
The emphasis was placed on management manpower because it is hypoth
esized that the management manpower will mainly be filled by college
graduates. This was supported by all companies, who indicated col
leges provide a substantial portion of their entry level management.
Within this framework, two major areas are highlighted. The first
outlines the requirements for manpower within these service indus
tries, and the second outlines the type of skills service companies
are seeking in the people they hire. The responses were reasonably
similar in most companies to most questions.
First, manpower requirements. The following table indicates the man
power requirements and the areas where those needs are met, by industr;
INDUSTRY PERCENTAGE
MANPOWER
Annual requirements, as percent
of total management
Percent filled from within
company (non-entry level)
Percent filled from within
industry (non-entry level)
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5 5-10 10- * 25 5-10 15 10
15
30 80 90 95 75 85 25- 25
30
20 20 * 5 * 10 * 50
* Percentage very low.
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Most companies indicated that they require experienced managers each
year as well as entry level personnel. However, the most widely re
quired management levels each year are at the entry level and are
usually filled from colleges. Generally, these people are the sales
and management trainees, staff accountants, assistant buyers, assis
tant secretary (bank), assistant department managers, etc.
Only a small percentage of managers are lost to other companies in
the industry, companies indicated. And the majority of these are
middle and upper management.
Most companies indicated that except for entry level positions, ex
perience in their industry was a necessary part of a person's back
ground when considering him for a management position. However, they
cautioned that it largely depends on the company's degree of special
ization, the position being considered, and the level of management
involved (the higher the level, the more the need). This is similar
to the thinking found in tangible goods industries.
The types of skills or attributes that service companies look for in
people considered for employment and/or promotion are, in order of
most mentioned:
- Good with figures and finance/profit oriented
- Communications ability
Effective with people/ability to motivate others
- Creativity
- Interest in industry
Ambition
-32-
Most companies indicated that experience in another service industry
would be helpful but would not replace comparable experience in their
industry. However, expertise in a discipline would be transferable,
such as finance, administration, tax, law, and/or other support posi
tions.
All companies agreed that a college concentration in consumer service
industry administration would be helpful, mainly in providing a broader
base for the student and helping to more effectively deal with others.
Actually, those interviewed admitted to having little understanding of
any service industry not their own, and expressly noted that they really
could not properly address questions of this nature.
Characteristic 5: Due to The Intangible Nature of Services, The Dollar
Value of Services is Intangible
All companies indicated there are at least two common elements that
enter into the way they price their services: covering costs and the
effects of competition. The application of a profit margin is directly
related to the influence of competition and the impact of their costs
of doing business. A third element is present to a large extent in
such industries as Banks, Insurance and Public Transportation:
the impact of legislation on profit
- and sometimes (as in the case of
Public Transportation) even impact the recovery of costs. Most compan
ies agree that the ceiling on prices
is not tangible, and if there were




Characteristic 6: Due To The Intangible Nature Of Services, Perfor
mance Standards Are Not Precise, But The Level Of
Performance Must Be Such To Insure Customer Satis
faction.
All but three of the companies interviewed claimed there was no flex
ibility in either the interpretation or measurement of their standards
of performance. Banking indicated there was much flexibility since
performance is measured by customer satisfaction, and fulfillment of
these standards depends on the particular community characteristics
and needs.
The Professional company indicated some level of dissatisfaction over
its industry's adherence to guidelines of performance. While most
standards are followed scrupulously, some guidelines may be subject
to interpretation. This, they went on to say, is slowly being tight
ened up from both inside and outside the profession.
The Food industry claimed a great deal of flexibility is required to
meet the needs of diverse groups. They indicated that there are dif
ferent quality standards for different groups; i.e. schools, hospitals,
camps, company cafeterias, etc.
When asked what measures are in place to ensure that the company's
services are performed with a level of competence that insures customer
satisfaction, all
described in considerable detail sophisticated con
trols and techniques for evaluating service levels and performance.
34-
In general, these measures center around management concern for
quality performance which results in close supervision, training
programs to promote service effectiveness, quality control pro
grams, special sensitivity to the needs and desires of the customer,
customer feedback through surveys, and an awareness of what the
competition is about. The key ingredient here is management con
cern and involvement, which in turn involves everyone in the com
pany. All interviewees were particularly enthusiastic about this
subject.
Characteristic 7: The Consumer Will Pay More For Personal Services.
Also, Some Companies Offer Services That Are Less
Personal, At Lower Prices.
Many of those interviewed did not directly respond to the query
about the customer paying more for services. In many cases they
indicated the question was more complex than it appeared on the sur
face, saying the customer was not paying more for service, but getting
more service for his money. In any case, they were begging the ques
tion.
Only four companies admitted that
there was a relationship between the
cost of service and level of service, in terms of a reduction of one
in exchange for a corresponding reduction of the other.
The Retail
company pointed to
the budget store approach, where the merchandise
costs less, and the service in assistance, selection, wrapping,
etc.
is less than in the main shopping area. The
reasons given for this
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offering were partly to meet competition and partly because the evolu
tion of retailing operations appears to be going in that direction.
The Insurance industry spoke of group insurance coverage, where the
personal (Agent) service approach is missing, and the cost for cover
age is less. The insurance industry indicated that it recognizes the
existence of two different markets - retail and "mass." This service
was designed to meet the competition in the mass market.
The Professional and Public Transportation companies both provided
examples of reduced cost for services, wherein the service level is
the same as the higher priced services, but the limiting factor is
the time frame in which the service may be provided. In the case of
the Professional service, certain customers are serviced in the "slow
season"
for a reduced fee. This service was instituted to provide
training/work for a staff which otherwise would have been unassigned,
and to generate revenues to offset overhead and other fixed costs dur
ing the slow period. In the case of Public Transportation, service to
senior citizens and students is provided at reduced rates, but the
hours during which these services are performed are limited. Those
interviewed indicated that this service fills a community need, and
they are able to do it because the equipment is available.
Characteristic 8: The Services Offered Require Technology and
Specialization for Satisfactory Performance.
The majority of companies indicated that their service levels depended
largely on a strong EDP core to provide data efficiency on a timely
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basis and at reduced costs. Other technological devices considered
as being tools for service performance were telephone, visual aides
and tapes, and specialty equipment (ovens, appliances, etc.).
All agreed that specialization was an integral part of satisfactory





Part two contains those characteristics which were attributed to selected
consumer service industries as noted below. The reciprocal characteristics
were attributed to the remaining service industries in the sample.
Characteristic 9:
The Retail, Public Transportation, Food and Hospitality service indus
tries require supporting goods as an integral part in the performance
of their services. (Generally, the service centers around the use,
either temporary or permanent, of specific goods.) As a result, they
generally have to deal with consumer inventory in the same manner as
goods industries must, and accordingly they have relatively high capital
outlays .
Conversely, the Educational, Banking, Professional, and Insurance ser
vice industries do not require supporting goods as an integral part in
the performance of their services. As a result, they generally do not
have to deal with consumer inventory in the same manner as goods indus
tries must, and accordingly, they have relatively low capital outlays.
Generally, this series of sub-hypotheses was borne out by company re
sponses and are in general agreement with Model II, as shown earlier in
this paper. Those service industries which were highly correlated to
goods were those noted above and in the research design, and they had
significantly higher levels
of inventory and/or capital assets than
did those service industries with low correlation to goods, which were
those outlined above and in the research design.
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When commenting on whether their particular service is fulfilled
through the performance of a task or through the customer's posses
sion of some tangible product, three indicated performance, four
indicated both, and one (Food) indicated possession. Those respond
ing
"both,"
were asked to describe the stage that the company's obli
gation is fulfilled. Half replied that they satisfy their obligation
when the customer is satisfied, and the remainder (Banks, Professional)
indicated that their services are on-going and end when the customer
no longer requires their services. This is an interesting point which
was not brought out until very late in the empirical testing phase of
the project. As a result, the data gathered are not sufficient to
permit further comment in this report.
Characteristic 10:
The Professional, Insurance, and Banking service industries generally
have comparatively high profit margins. Conversely, the Retail, Public
Transportation, Food, Educational, and Hospitality service industries
have comparatively low profit margins.
The results of the interviews were not conclusive. The majority of
companies would not comment, and/or indicated they did not have the
information available.
Characteristic 11: The Professional, Banking, Public Transportation,
and Educational service industries are generally protected from certain
competition through requirements (legal, etc.) which restrict the offer
ing of these services to qualified companies meeting certain requirements.
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Conversely, the Insurance, Retail, Hospitality, and Food service
industries are not generally protected through restrictions on
competition.
The only change in hypothesis applicability is that the Insurance
industry is protected to a large extent by being controlled by State
Insurance Commission regulations. Also, it was indicated that not
all Professional service companies are protected, but only those
which require licensing to practice professionally, such as medi
cine, law, accounting, and the like.
Characteristic 12:
The Hospitality, Public Transportation, Banking Professional, In
surance and Educational service industries have a direct relation
ship with the consumer. The Food and Retail service industries have
a middleman relationship with the consumer.
Results of the interviews indicated that the Food service industry
considered its relationship with the consumer as mainly direct,
whereas the Insurance service representatives considered their rela
tionship as middleman insofar as they act
as agents while the company
itself is the insurer. But it is known that other companies in the
Insurance industry insure directly. Banks noted they
also deal on
an indirect/middleman
basis in some of the services offered, such as




Two conclusions, relative to the purposes of this study, may be drawn from
an analysis of the responses. First, common characteristics do exist and
can be identified. The Results Section (Section V) of this report clearly
indicates this. Second, these common elements can provide assistance in
curriculum development designed to classify and examine the common attri
butes and problems of consumer service institutions, so as to indicate the
appropriate manner in which management action can be forthcoming, at least
in a general sense. As in the original research design, I have classified
these elements into three areas:
1) Service Marketing
2) Service Management Manpower
3) Service Industry Financial and Control Policy
Service Marketing
From an analysis of the results of this study, it follows that certain
implications with respect to Marketing are:
a. There are markets for services.
b. Service markets are researched.
c. Services are developed into product groups.
d. Services are promoted.
e. Service marketing programs
are planned, executed, and evaluated.
Although these are obvious in the conventional marketing sense, their appli
cability here clearly
indicates a basic relationship between conventional
(goods) marketing and service marketing. Further,
from the viewpoint of the
application of management techniques, the responses indicate that conventional
marketing concepts are
utilized in the area of service marketing. Although
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each functional executive may concentrate on the problems of his own function
in his daily work, his overall plans and programs must be developed with the
firm's marketing objective in mind, it is the market that holds the veto
power over the entire business management system, whether mainly goods or
service oriented. What is done in each functional area must address this
question: What effect will this action or move have upon the consumers de
cision concerning the item or service offered by the firm? This orientation
provides the catalyst that unites individual functional areas and identifies
a reference point for deciding which management actions will effectively
achieve corporate goals. This follows particularly from that common element
mentioned by all companies interviewed: particular sensitivity toward con
sumer and community needs.
Further, Service Marketing Management in all industries must analyze their
businesses from the demand and supply viewpoints. An understanding of the
role services play in the buyer's decision process will
lead to more relevent
corporate goals. Particularly important considerations in the purchase of
services are: Why the buyer enters the market; how often
he enters the mar
ket; his familiarity with the service;
his ability to evaluate it before pur
chase; and the extent of
his dependence on the seller.
Because of the nature of services, service company
goals may not be limited
just to, or be the same as,
goals of typical marketers of goods: profit
max-
amization, market share increase, expanding
sales volume, stability, growth,
survival, etc. The
question remains: How appropriate are these for the great
variety of public
and private (profit and non-profit) service entities? For
example, banks
stressed stability and
image building, and public institutions
(educational and public transportation)
stressed user satisfaction and continuity.
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Actually, it was noted from the responses that often the goals of service
organizations may be nebulous, only implicit, or haphazardly determined.
This lack of target may be a factor in the inefficiencies which often beset
companies in the service sector.
Some additional areas noted during the interviews which deserve management
attention are:
1. The areas of "product" differientation and market segmentation.
Companies in the private sector predicated much of their marketing
approach on product differentiation; those in the private sector did
not. Question: Can there be product differentiation in public
services? And relative to market segmentation, it appears that most
service industries are not doing a meaningful job in identifying and
serving their different market segments or clients.
2. The product life cycle applicability to services. This is of partic
ular marketing significance because various stages in the life cycle
of a product call for quite different strategies.
3. Identification of the business product line. For example, what is a
bank's product line? Is the product mix appropriate? Is it balanced?
All companies interviewed responded that the control of product line
functions is necessary to manage
business cycle irregularities. Yet,
these concepts are ill-defined in most service companies.
4. Depth vs. breadth considerations. For example, should a bank rely on
more precise and sophisticated
traditional banking services (depth)
or should it issue credit cards, make travel reservations,
and act as
business consultant (breadth?). Some service companies are limited
43-
by regulations as to the types of services they may offer, but those
that are not regulated are limited only by management's definition
of their services.
Service Management Manpower
In addressing the conclusions from this study that business activities of
service institutions are organized and staffed and that qualified management
manpower is scarce, it follows that it is management's responsibility to se
cure the highest caliber of employee. No meaningful conclusions can be drawn
relative to effective personnel administration in the service industries as
related to either management emphasis or to goods industries because these
issues are not covered in this study. However, the study does indicate that
colleges provide a substantial portion of service industry entry level manage
ment personnel. Accordingly, there is an obligation on the part of the col
lege to prepare the graduate for his role in the company. Relative to curric
ulum development and areas of concentration, the types 'of skills or attributes
that service companies seek in people considered for employment and/or promo
tion are, in order of relative
importance across all industries:
Good with figures and finance/profit oriented
Communications ability
Effective with people/ability to motivate
others
Knowledge and interest in the particular service industry
The above skills can be enhanced through
effective management of the learning
process in the college. The proper courses can
be integrated into a consumer
service administration curriculum
framework to provide the interested student
with the opportunity to
enhance his skills and thereby make him more effective
in the consumer service industry environment.
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Service Industry Financial and Control Policy
The results of this study indicate that:
a. Services are priced
b. Service companies and goods oriented companies need to control
costs
c. Service companies and goods oriented companies have similar
financial needs
The implications for service management require an understanding of the
interrelationships of cost, demand, and profit. A value is placed on the
product/service by the seller and the buyer, and if they agree there is a
transaction. Again, the college and the firm management have similar re
sponsibilities: mangement must be educated in the business support functions
such as accounting, finance and administration.
In order to work within the framework of the relationship of prices and costs,
all business companies, product and service alike, must be aware of the nuances
of such elements as fixed and variable cost components - and their relative
control and manageability. And this awareness for the service industry manager
is even more critical, insofar as
"production"
must be concurrent with "con
sumption," because services cannot be stored. As a result, changes in inven
tory buildup are avoided in those companies which are relatively (^607)
non-
goods related, as outlined on
the goods-service continuum on page 11 of this
report.
Relative to the need for cost control and financial services, these are similar to the
requirements in goods oriented industries, and no differences in relative need
or special requirements for these activities
were noted during this study.
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This study highlights the opportunities for more research in the area of
Consumer Service Marketing. A reading of the available published literature
shows the lack of cohesiveness in understanding consumer services and
their
marketing. There is little definitive work being done even now in the area,
and Universities are only beginning to focus on the needs of service businesses.
It is really up to the University to take the lead in providing greater aware
ness to the consumer service industries. There is a critical need for in-depth
research into every facet of Services, and particularly in Service Marketing.
The potential for Service industry businesses has never been greater, and the




This report points out the need for more research into the Consumer
Services sector of the economy. Although the report contains little in
the way of conclusive data, due to the limited empirical testing performed,
it has accomplished its purpose: it is a beginning.
The hypotheses developed and researched, the facts noted and conclusions
reached should now be reexamined in much greater depth, and across a
greater number of Service industries. At the same time, additional hypoth
eses should be developed and researched in the same manner.
Consumer Services have become a vital part of our economy. It is important
that the College continue to focus on this sector, and introduce further
elements into the curriculum, particularly those having broad, general ap
plicability. The attached bibliography and copies of the articles noted
therein and furnished to Dr. Eugene Fram as a part of this project, should
be useful as a reading and study guide in Consumer Services studies.
Students should assist in the construction of information data bases through
course research projects. This will add to the currently very sketchy body
of knowledge and ultimately provide a useful service in itself, in strength
ening the Consumer Service sector
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APPENDIX B
STRUCTURED FORMATS
The questions used during the interviews were divided into four categories:
General, Marketing, Financial, and Personnel/Administration. These in turn
were set up in four Structured Formats Sections. Each person interviewed was
asked the questions in the General Section, and those in one or more of the
other Sections, depending on his job and responsibilities within the Company.
The Sections were designed so they could be separated to facilitate orderly
use during the interviews, and could later be coordinated for compilation of
results. The questions were sequenced in good order to keep the interviews
moving in logical form and direction, and they were spaced on each page so
responses could be noted on the Format Sheet. Certain questions, although
not of a general nature, reached across catagories,
and accordingly will be
found in two or more of the Sections.





[COMBINE WITH SECTION B (MKT ), SECTION C (FIN ), SECTION D (PERS/ADMIN )]
COMPANY NAME
TYPE OF BUSINESS
TYPES OF SERVICES OFFERED
TYPES OF PRODUCTS OFFERED
INTERVIEWEE TITLE
AND RESPONSIBILITY
DEFINITION OF SERVICES: Services is an act; a good is a thing. Services
are a deed, a performance or an effort; a good is an object, an article,
a device or a material. When a service is purchased the buyer incurs an
expense; when a good is purchased the buyer
acquires an asset. A service
is produced and consumed both at the same time.
1. Does your company consider itself primarily
a service company?
2. What are the major characteristics of your
service industry?









1. What constitutes a sale for your c ompany?
2. By what percent have your company's sales increased/decreased during
1972 compared to 1971?
Compared to 1969?
3. What are your company's basic sales strategies?
4. Does your company feel that it is doing all it can at present in its
marketing effort?
5. What additional marketing tools/methods will the company employ which
are not now in use?
6. What measures are in place to ensure that your company's services are
performed with a level of competence that results in customer satis
faction?
7. Please describe the details which make up this performance.
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SECTION B - MARKETING
8. What type of goods or products are required in order that your
company's services may be performed?
9. How does this effect your company's policy toward inventory?
10. Is your service to the customer completed/fulfilled through the
performance of some task or through the possession by the customer
of some tangible product?
11. If both are involved, at what stage has the company's obligation
been fulfilled?
12. What are the requirements /restrictions to be addressed by a company
prior to offering services similar to those offered by your company?
13. What advantages do these requirements/restrictions provide for your
company and your industry?
14. Does your company/industry have a particular business cycle?
15. How does your company avoid/minimize the effects of a business cycle?
56-
SECTION B - MARKETING
16. How has the business cycle (or the absence of it) effected your
company's marketing efforts?
17. Is the relationship between your company and its customers direct
or middleman oriented?
18. What flexibility exists in your company's/industry's standards of
performance of its services?
19. How does your company price its services?
20. How were these values derived?
21. What technology is involved in the offering/performance of your
company's services?
22. What specialization is involved in the offering/performance of your
company's services?
23. Does your company offer any types of services at reduced costs, where
in the personal service involved is less?
















3. What percent of your assets is classified as
"inventory?"
4. Is this representative of your industry average?
5. What is your company's annual capital outlay?
6. What was your company's initial capital outlay?
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SECTION C - FINANCE
7. What percent have your company's costs increased/decreased during
1972 compared to 1971?
8. Compared to 1969?
9. What are your company's basic cost control strategies?
10. How are costs now monitored?
11. Does your company consider that it has costs under full control?
12. What additional cost control methods/tools will your company employ
which are not now in use?
13. Does your company/ industry have a particular business cycle?
14. How does your company avoid/minimize the effects of a business cycle?
15. How has the business cycle (or the absence of it) effected your com
pany's finances?
16. What are your company's major sources of funds?
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SECTION C - FINANCE
17. What are your company's major uses of funds?
18. What is your company's gross and net profit margins?
19. What is your industry's gross and net profit margins?
20. How does your company price its services?
21. How were these values derived?
22. Does your company offer any types of services at reduced costs,
wherein the personal service involved is less?




1. What are your company's major sources of entry level management man
power?
2. What are your company's annual manpower requirements, as a percent
of total management?
3. Please outline the management levels involved.
4. What percent of the annual management manpower requirement is filled
from within your company?
From within your industry?
5. What percent of management manpower is lost to other companies in your
industry each year?
6. Please outline the management levels involved.
7. What management levels are in the greatest demand in your company?
In your industry?
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SECTION D - PERSONNEL AND ADMINISTRATION
8. What major skills are you seeking in those managers considered for
employment or promotion in your company?
9. Is experience in your industry a necessary part of a person's back
ground when considering him for a management position with your
company?
10. Would experience in a consumer service industry other than yours
give a person an edge in being considered for employment in a man
agement position?
11. Would a college concentration in consumer service industry admini
stration in the broad sense give a person an edge in being considered
for employment in a management position?
12. How would this be helpful to the individual?
To the company?
